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SECRETSTATE 157573 

USIAEA 

E.O. 1I652:GDS 
TAGS: IN, TECH 

SUBJECT:INDIAN NUCLEAR POLICY: FULL-SCOPE SAFEGUARDS 
ISSUE 

1 . WE BELIEVE THAT ACCEPTANCE BY INDIA OE IAEA SAFEGUARDS 
ON ALL NUCLEAR FACILITIES WOULD NOT SLOW DOWN INDIAN 
NUCLEAR DEVELOPMENT AS SUGGESTED IN SAMACHAR STORY ON 
DESAI'S VIEW (REFTEL). ON THE CONTRARY, IT COULD POSSIBLY 
FACILITATE THE INDIAN PROGRAM. THE FOLLOWING IS PROVIDED 
FOR THE EMBASSY'S BACKGROUND. 
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2. SAFEGUARDS ADMINISTERED BY THE IAEA ARE DESIGNED TO 
PROVIDE EARLY DETECTION AND THEREBY DETERRENCE OF ANY 
DIVERSION OF NUCLEAR MATERIALS EROM PEACEFUL OPERATIONS. 
THE SAEEGUARDS DO NOT PHYSICALLY PREVENT SUCH DIVERSION; 
THEY ARE MORE AKIN TO A BURGLAR ALARM THAN A POLICE FORCE. 
ESSENTIALLY THE SAFEGUARDS PROGRAM REQUIRES CAREFUL AC- 
COUNTING OF SPECIAL NUCLEAR MATERIALS. IAEA INSPECTORS 
PHYSICALLY VERIFY THE ACCOUNTS AND INVENTORY DURING VISITS 
TO FACILITIES. PERSONAL VERIFICATION IS SUPPLEMENTED BY 
CONTAINMENT AND SURVEILLANCE THROUGH USE OF DEVICES SUCH 
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AS SPECIAL SEALS AND VIDEO MONITORING OE SUCH AREAS AS 
SPENT EUEL STORAGE POOLS. ANY NON-COMPLIANCE WITH AGENCY 

SAFEGUARDS WOULD BE REPORTED BY THE DIRECTOR GENERAL 
TO THE BOARD OE GOVERNORS WHICH, IN TURN, WILL REPORT THE 
NON-COMPLIANCE TO ALL IAEA MEMBERS AND TO THE SECURITY 
COUNCIL AND GENERAL ASSEMBLY OE THE UN. SAEEGUARDS IN 
NO WAY INHIBIT PEACEEUL OPERATIONS, AND WE ASSUME THAT 
INDIA'S EXPERIENCE WITH SAEEGUARDS AT TARAPUR WOULD CON- 
FIRM THIS VIEW. IT WOULD PRESUMABLY TAKE SOME TIME EOR 
THE INDIANS TO NEGOTIATE APPLICATION OP SAEEGUARDS ON ALL 
THEIR PACILITIES, BUT THIS WOULD NOT PREVENT OPERATION 
OR CONSTRUCTION DURING THE NEGOTIATING PROCESS. 

3. AT ONE TIME, MANY NATIONS, INCLUDING SEVERAL WITH 
MAJOR NUCLEAR PROGRAMS, SHARED INDIA'S CONCERNS THAT 
SAFEGUARDS WOULD BE A MAJOR IMPEDIMENT TO PEACEEUL NUCLEAR 
ACTIVITIES. HOWEVER, THIS CONCERN HAS DISAPPEARED AS 
EXPERIENCE IN THE SAEEGUARDS SYSTEM HAS GROWN. NO COUNTRY 
WITH A MAJOR NUCLEAR PROGRAM NOW MAKES SUCH ARGUMENTS 
AND, ON THE CONTRARY, MOST COUNTRIES NOW ASSERT THE 
CONTRARY. (EOR EXAMPLE, THE NPT REVIEW CONPERENCE EX- 
PLICITLY ASSERTED THAT IAEA SAEEGUARDS WERE NOT AN IM- 
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PEDIMENT.) UNDERSTANDABLY, IAEA SAEEGUARDS ARE VIEWED BY 
SOME POWER REACTOR OPERATORS IN THE U.S. AND ABROAD AS 
SOMETHING OF A NUISANCE, ADDING TO THEIR ACCOUNTING AND 
REPORTS PROCEDURES AND TAKING UP TIME WITH INSPECTORS BUT 
THIS SEEMS A SMALL PRICE TO PAY EOR THE ADDED SECURITY 
IT PROVIDES US ALL. THE PINANCING OF IAEA INSPECTORS 
AND SAEEGUARDS DEVICES ARE BORNE BY THE AGENCY MEMBERSHIP, 
OR BY VOLUNTARY ASSISTANCE (MAINLY PROM THE U.S.); COSTS 
TO THE PACILITY OPERATORS ARE MINIMAL, AND MAINLY ASSOCIA- 
TED WITH ASSIGNMENT OF STAFF TO ACCOMPANY INSPECTORS. 

4. SAEEGUARDS ARE WIDELY ACCEPTED BY BOTH NPT AND NON- 
NPT PARTIES. INDEED, ASIDE FROM INDIA, ONLY ISRAEL, AR- 
GENTINA, AND SOUTH APRICA HAVE SIGNIPICANT UNSAFEGUARDED 
PACILITIES. BRAZIL, EOR EXAMPLE, IS NOT AN NPT PARTY, 

BUT ALL ITS EXISTING PACILITIES ARE SAPEGUARDED. THE 
OLD PEAR THAT SAEEGUARDS WOULD PERMIT "INDUSTRIAL ESPION- 
AGE" HAS BEEN LARGELY LAID TO REST BY SCRUPULOUS AGENCY 
PROTECTION OP "PROPRIETARY INFORMATION" AND "SAFEGUARDS 
CONPIDENTIAL" INFORMATION. (AT THE MOMENT, ONLY SOUTH 
APRICA IS CITING THIS AS AN EXCUSE FOR NOT PERMITTING 
SAFEGUARDS ON ITS ENRICHMENT FACILITIES.) 

5. THE U.S. ITSELP HAS VOLUNTARILY ACCEPTED IAEA S APE- 
GUARDS ON CIVIL PACILITIES AND WE ARE NOW ENGAGED IN 
NEGOTIATING THE DETAILED ARRANGEMENTS. OUR VOLUNTARY 
OPFER WAS INTENDED, IN PART, TO DEMONSTRATE THAT SAPE- 
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GUARDS ARE NOT REPEAT NOT AN ONEROUS BURDEN AND THAT WE 

DID NOT WISH TO ENJOY ANY COMMERCIAL ADVANTAGE, HOWEVER 
SMALL THAT MIGHT BE, FROM HAVING UNSAEEGUARDED CIVIL 
FACILITIES; THUS, WE WERE WILLING TO ACCOMMODATE OURSELVES 
TO IAEA INSPECTION PROCEDURES AND REQUIREMENTS. THE UK 
HAS MADE AN IDENTICAL VOLUNTARY OFFER. 

6. ACCEPTANCE OE SAFEGUARDS MIGHT PERMIT INDIA TO MOVE 
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BACK INTO THE MAINSTREAM OF INTERNATIONAL NUCLEAR DEVELOP- 
MENT FROM ITS CURRENT POSITION OF CONSIDERABLE ISOLATION. 

ALL MAJOR NUCLEAR-EXPORT COUNTRIES NOW SUPPLY NUCLEAR 
EQUIPMENT AND MATERIALS ONLY WHEN MATERIAL, EACILITIES, 

AND PRODUCED MATERIAL WILL BE COVERED BY IAEA SAEEGUARDS. 
(ALL NPT PARTIES ARE REQUIRED TO IMPOSE THIS OBLIGATION. 

THE ONLY NON-NPT SUPPLIER OF CONSEQUENCE, ERANCE, HAS 
ADOPTED SIMILAR RULES AS A MATTER OF NATIONAL POLICY.) 

THOSE COUNTRIES PARTICIPATING IN THE LONDON SUPPLIERS 
GROUP HAVE DEVELOPED AN EXTENSIVE "TRIGGER LIST" OE 
MATERIALS AND EQUIPMENT WHICH THEY WILL NOT EXPORT TO 
FACILITIES WITHOUT SAEEGUARDS. MEMBERS OF THE SO-CALLED 
ZANGGER COMMITTEE OF THE IAEA SUBSCRIBE TO A SIMILAR 
ARRANGEMENT. CANADA AND SWEDEN ALREADY INSIST ON 
FULL-SCOPE SAFEGUARDS AS A CONDITION OF NEW OR EXPANDED 
SUPPLY AND AUSTRALIA REQUIRES NPT ADHERENCE (ALTHOUGH THEY 
HAVE RESERVED THE POSSIBILITY THAT THEY MAY FALL BACK TO THE 
CANADIAN POSITION.) PRESIDENT CARTER HAS ANNOUNCED A 
POLICY SOMEWHAT SIMILAR TO THAT OF CANADA, VIZ., THE U.S. 

WILL REQUIRE AS A CONDITION OF NEW OR EXPANDED SUPPLY, 

THAT A COUNTRY HAVE IAEA SAFEGUARDS ON ALL ITS EACILITIES. 

7. AS A RESULT OF THESE INCREASINGLY STRINGENT POLICIES, 

IT WILL BE INCREASINGLY DIFEICULT EOR INDIA TO OBTAIN 
IMPORTED EQUIPMENT OR NATURAL URANIUM FOR THE UNSAFE- 
GUARDED REACTORS UNDER CONSTRUCTION IN MADRAS AND NARORA 
OR SPECIAL EQUIPMENT FOR ITS HEAVY WATER FACILITIES, ETC. 

WE RECOGNIZE THAT INDIA PRIDES ITSELF IN INDIGENOUS DESIGN 
AND DEVELOPMENT OF NUCLEAR FACILITIES AND HEAVY WATER 
PLANTS. GIVEN ENOUGH TIME, WE ESTIMATE THAT INDIA CAN 
FABRICATE MOST, IF NOT ALL, THE EQUIPMENT NEEDED. HOW- 
EVER, PURCHASE FROM ABROAD OF SOME KEY ITEMS (FOR EXAMPLE, 
ZIRCALOY TUBING AND COMPRESSORS FOR HEAVY WATER PLANTS), 
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COULD SIGNIFICANTLY SPEED UP THE CONSTRUCTION AND, IN 
MANY CASES, BE CHEAPER. IT IS OUR IMPRESSION THAT EVEN 
THE INDIANS ADMIT THAT CONSTRUCTION OF RAPP-II AND THE 
MADRAS UNITS HAVE BEEN SUBSTANTIALLY DELAYED BY THE WITH- 
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DRAWAL OF CANADIAN ASSISTANCE. 

8. IF ALL INDIAN FACILITIES WERE UNDER SAFEGUARDS, WIDER 
COOPERATION WITH THE U.S., AND PRESUMABLY OTHER SUPPLIERS, 

COULD, IN THEORY, BE POSSIBLE. AS THE EMBASSY IS AWARE, 

WE ESSENTIALLY ARE NOT APPROVING ANY LICENSED EXPORTS FOR 
UNSAFEGUARDED INDIAN FACILITIES. FOR EXAMPLE, WE RECENTLY 
REFUSED TO LICENSE SHIPMENT OF ZIRCALOY SPONGE TO GERMANY 
FOR FABRICATION INTO FUEL ROD TUBING FOR INDIA. EVEN 
LICENSES FOR RELATIVELY MINOR EQUIPMENT ITEMS, SUCH AS 
STAINLESS-STEEL STRAINERS FOR THE COOLANT SYSTEM FOR THE 
RAJASTHAN REACTORS, HAVE BEEN RETURNED WITHOUT ACTION, 
PENDING CLARIFICATION OF THEIR SAFEGUARDS SITUATION. 
ALTHOUGH EXPANDED U.S. COOPERATION WOULD DEPEND ON A 
NUMBER OF FACTORS, OUR CURRENT POLICY (AND PROPOSED 
LEGISLATION) WOULD ABSOLUTELY PRECLUDE ANY SUPPLY 
TO UNSAFEGUARDED FACILITIES. MOREOVER, ALTHOUGH WE 
OBVIOUSLY CANNOT SPEAK FOR CANADA, WE UNDERSTAND THAT 
A RESUMPTION OF CANADIAN COOPERATION WOULD REQUIRE 
FULL-SCOPE SAFEGUARDS. GIVEN THE INDIAN COMMITMENT TO 
CANDU-TYPE REACTORS, SUCH COOPERATION COULD CONTRIBUTE 
TO SPEEDING UP DEVELOPMENT. 

9. PRIME MINISTER DESAI'S MISCONCEPTION OF THE DISAD- 
VANTAGES OF FULL-SCOPE SAFEGUARDS COULD BE CRITICAL IN 
TERMS OF OUR EFFORTS TO PERSUADE THE GOI TO ACCEPT THEM 
AND IT IS IMPORTANT THAT WE CLARIFY THIS ISSUE. HOWEVER, 

ANY APPROACH TO DESAI OR OTHERS ARGUING THE ADVANTAGES 
OF FULL-SCOPE SAFEGUARDS AND SETTING THE RECORD STRAIGHT 
ON THEIR SUPPOSED DISADVANTAGES MUST BE HANDLED WITH 
GREAT CARE. THE INDIANS RECOGNIZE THAT THE LONDON SUP- 
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PLIERS GROUP EVOLVED LARGELY IN RESPONSE TO THE 1974 
INDIAN TEST AND THEY RESENT THE IMPLICATION OF A SUPPLIER 
CARTEL WITH POLICIES DESIGNED TO RESTRICT SENSITIVE EX- 
PORTS TO THIRD WORLD COUNTRIES AND TO FORCE ACCEPTANCE 
OF SAFEGUARDS AS A CONDITION OF SUPPEY. ANY ARGUMENT 
FOR FULL-SCOPE SAFEGUARDS WHICH THEY PERCEIVED TO BE 
ORCHESTRATED BY THE MAJOR SUPPLIERS AND WHICH APPEARED TO 
OFFER A "BRIBE " FOR GOOD BEHAVIOR MIGHT BE RESENTED AND 
TEND TO BE COUNTERPRODUCTIVE. MOREOVER, WE MUST ALSO 
BE CAREFUL NOT TO IMPLY THAT A FAVORABLE U.S. DETERMINA- 
TION ON THE SAFEGUARD ABILITY OF THE PREFRERE REPROCESSING 
PLANT AS PRESENTLY CONFIGURED WOULD NECESSARILY FOLLOW 
ON GOI ACCEPTANCE OF FULL-SCOPE SAFEGUARDS. WE CONTINUE 
TO REGARD PUREX REPROCESSING, WHICH PROVIDES ACCESS TO 
SEPARATED PLUTONIUM, AS A SIGNIFICANT PROLIFERATION RISK 
SINCE EVEN THE MOST EFFECTIVE SAFEGUARDS COULD ONLY PRO- 
VIDE A FEW DAYS OR, AT BEST WEEKS, WARNING OF ANY DIVER- 
SION. WE OURSEEVES HAVE DEFERRED COMMERCIAL REPROCESSING 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


IN THE U.S. AND WE ARE WORKING WITH JAPAN, EOR EXAMPLE, 

TO EIND OTHER MODES OF OPERATION FOR THE TOKAI FACILITY 

WHICH WOULD NOT PRODUCE PURE PLUTONIUM. UNDER THE 
INTERNATIONAL FUEL CYCLE EVALUATION, WE WILL BE EXAMINING 
MORE BROADLY ALTERNATIVE TECHNOLOGIES WHICH WILL MEET 
WORLD ENERGY NEEDS WHILE REDUCING SECURITY RISKS. 

10. BEARING THE ABOVE IN MIND, WE SEE THE IMMEDIATE 
PROBLEM AS HOW BEST TO CONVINCE THE GOI, PARTICULARLY 
THE PRIME MINISTER, OF THE FACT THAT IAEA SAFEGUARDS 
WILL NOT INHIBIT INDIAN NUCLEAR DEVELOPMENT, DESPITE 
THEIR CURRENT VIEWS TO THE CONTRARY. TH,S IS A PROBLEM 
LARGELY OF TACTICS WHICH THE DEPARTMENT AND EMBASSY WILL 
HAVE TO KEEP UNDER CONTINUING REVIEW AS INDO-U.S. CONTACTS 
SECRET 
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ON RESOLVING NUCLEAR DIFFERENCES INTENSIFY IN THE NEXT 
MONTHS. THE NEXT MAJOR OPPORTUNITY WILL COME LATER 
THIS SUMMER WHEN JOE NYE VISITS INDIA. VANCE 

SECRET 
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1 . WE BELIEVE THAT ACCEPTANCE BY INDIA OF IAEA SAEEGUARDS 
ON ALL NUCLEAR EACILITIES WOULD NOT SLOW DOWN INDIAN 
NUCLEAR DEVELOPMENT AS SUGGESTED IN SAMACHAR STORY ON 
DESAI'S VIEW (REETEL). ON THE CONTRARY, IT COULD POSSIBLY 
EACILITATE THE INDIAN PROGRAM. THE EOLLOWING IS PROVIDED 
EOR THE EMBASSY'S BACKGROUND. 

2. SAEEGUARDS ADMINISTERED BY THE IAEA ARE DESIGNED TO 
PROVIDE EARLY DETECTION AND THEREBY DETERRENCE OE ANY 
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DIVERSION OE NUCLEAR MATERIALS FROM PEACEFUL OPERATIONS. 

THE SAFEGUARDS DO NOT PHYSICALLY PREVENT SUCH DIVERSION; 
THEY ARE MORE AKIN TO A BURGLAR ALARM THAN A POLICE EORCE. 
ESSENTIALLY THE SAEEGUARDS PROGRAM REQUIRES CAREEUL AC- 
COUNTING OE SPECIAL NUCLEAR MATERIALS. IAEA INSPECTORS 
PHYSICALLY VERIFY THE ACCOUNTS AND INVENTORY DURING VISITS 
TO EACILITIES. PERSONAL VERIFICATION IS SUPPLEMENTED BY 
CONTAINMENT AND SURVEILLANCE THROUGH USE OE DEVICES SUCH 
AS SPECIAL SEALS AND VIDEO MONITORING OE SUCH AREAS AS 
SPENT EUEL STORAGE POOLS. ANY NON-COMPLIANCE WITH AGENCY 

SAFEGUARDS WOULD BE REPORTED BY THE DIRECTOR GENERAL 
TO THE BOARD OE GOVERNORS WHICH, IN TURN, WILL REPORT THE 
NON-COMPLIANCE TO ALL IAEA MEMBERS AND TO THE SECURITY 
COUNCIL AND GENERAL ASSEMBLY OE THE UN. SAEEGUARDS IN 
NO WAY INHIBIT PEACEEUL OPERATIONS, AND WE ASSUME THAT 
INDIA'S EXPERIENCE WITH SAEEGUARDS AT TARAPUR WOULD CON- 
FIRM THIS VIEW. IT WOULD PRESUMABLY TAKE SOME TIME EOR 
THE INDIANS TO NEGOTIATE APPLICATION OP SAEEGUARDS ON ALL 
THEIR EACILITIES, BUT THIS WOULD NOT PREVENT OPERATION 
OR CONSTRUCTION DURING THE NEGOTIATING PROCESS. 

3. AT ONE TIME, MANY NATIONS, INCLUDING SEVERAL WITH 
MAJOR NUCLEAR PROGRAMS, SHARED INDIA'S CONCERNS THAT 
SAFEGUARDS WOULD BE A MAJOR IMPEDIMENT TO PEACEEUL NUCLEAR 
ACTIVITIES. HOWEVER, THIS CONCERN HAS DISAPPEARED AS 
EXPERIENCE IN THE SAEEGUARDS SYSTEM HAS GROWN. NO COUNTRY 
WITH A MAJOR NUCLEAR PROGRAM NOW MAKES SUCH ARGUMENTS 
AND, ON THE CONTRARY, MOST COUNTRIES NOW ASSERT THE 
CONTRARY. (EOR EXAMPLE, THE NPT REVIEW CONPERENCE EX- 
PLICITLY ASSERTED THAT IAEA SAEEGUARDS WERE NOT AN IM- 
PEDIMENT.) UNDERSTANDABLY, IAEA SAEEGUARDS ARE VIEWED BY 
SOME POWER REACTOR OPERATORS IN THE U.S. AND ABROAD AS 
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SOMETHING OF A NUISANCE, ADDING TO THEIR ACCOUNTING AND 
REPORTS PROCEDURES AND TAKING UP TIME WITH INSPECTORS BUT 
THIS SEEMS A SMALL PRICE TO PAY EOR THE ADDED SECURITY 
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IT PROVIDES us ALL. THE EINANCING OF IAEA INSPECTORS 
AND SAEEGUARDS DEVICES ARE BORNE BY THE AGENCY MEMBERSHIP, 
OR BY VOLUNTARY ASSISTANCE (MAINLY EROM THE U.S.); COSTS 
TO THE EACILITY OPERATORS ARE MINIMAL, AND MAINLY ASSOCIA- 
TED WITH ASSIGNMENT OF STAFF TO ACCOMPANY INSPECTORS. 

4. SAEEGUARDS ARE WIDELY ACCEPTED BY BOTH NPT AND NON- 
NPT PARTIES. INDEED, ASIDE FROM INDIA, ONLY ISRAEL, AR- 
GENTINA, AND SOUTH AERICA HAVE SIGNIEICANT UNSAFEGUARDED 
EACILITIES. BRAZIL, EOR EXAMPLE, IS NOT AN NPT PARTY, 

BUT ALL ITS EXISTING EACILITIES ARE SAEEGUARDED. THE 
OLD EEAR THAT SAEEGUARDS WOULD PERMIT "INDUSTRIAL ESPION- 
AGE" HAS BEEN LARGELY LAID TO REST BY SCRUPULOUS AGENCY 
PROTECTION OE "PROPRIETARY INFORMATION" AND "SAFEGUARDS 
CONEIDENTIAL" INFORMATION. (AT THE MOMENT, ONLY SOUTH 
AERICA IS CITING THIS AS AN EXCUSE FOR NOT PERMITTING 
SAFEGUARDS ON ITS ENRICHMENT FACILITIES.) 

5. THE U.S. ITSELE HAS VOLUNTARILY ACCEPTED IAEA SAEE- 
GUARDS ON CIVIL EACILITIES AND WE ARE NOW ENGAGED IN 
NEGOTIATING THE DETAILED ARRANGEMENTS. OUR VOLUNTARY 
OEFER WAS INTENDED, IN PART, TO DEMONSTRATE THAT SAEE- 
GUARDS ARE NOT REPEAT NOT AN ONEROUS BURDEN AND THAT WE 

DID NOT WISH TO ENJOY ANY COMMERCIAL ADVANTAGE, HOWEVER 
SMALL THAT MIGHT BE, FROM HAVING UNSAFEGUARDED CIVIL 
EACILITIES; THUS, WE WERE WILLING TO ACCOMMODATE OURSELVES 
TO IAEA INSPECTION PROCEDURES AND REQUIREMENTS. THE UK 
HAS MADE AN IDENTICAL VOLUNTARY OEEER. 

6. ACCEPTANCE OF SAFEGUARDS MIGHT PERMIT INDIA TO MOVE 
BACK INTO THE MAINSTREAM OE INTERNATIONAL NUCLEAR DEVELOP- 
MENT EROM ITS CURRENT POSITION OP CONSIDERABLE ISOLATION. 
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ALL MAJOR NUCLEAR-EXPORT COUNTRIES NOW SUPPLY NUCLEAR 
EQUIPMENT AND MATERIALS ONLY WHEN MATERIAL, FACILITIES, 

AND PRODUCED MATERIAL WILL BE COVERED BY IAEA SAFEGUARDS. 
(ALL NPT PARTIES ARE REQUIRED TO IMPOSE THIS OBLIGATION. 

THE ONLY NON-NPT SUPPLIER OP CONSEQUENCE, FRANCE, HAS 
ADOPTED SIMILAR RULES AS A MATTER OP NATIONAL POLICY.) 

THOSE COUNTRIES PARTICIPATING IN THE LONDON SUPPLIERS 
GROUP HAVE DEVELOPED AN EXTENSIVE "TRIGGER LIST" OF 
MATERIALS AND EQUIPMENT WHICH THEY WILL NOT EXPORT TO 
EACILITIES WITHOUT SAFEGUARDS. MEMBERS OP THE SO-CALLED 
ZANGGER COMMITTEE OP THE IAEA SUBSCRIBE TO A SIMILAR 
ARRANGEMENT. CANADA AND SWEDEN ALREADY INSIST ON 
PULL-SCOPE SAEEGUARDS AS A CONDITION OP NEW OR EXPANDED 
SUPPLY AND AUSTRALIA REQUIRES NPT ADHERENCE (ALTHOUGH THEY 
HAVE RESERVED THE POSSIBILITY THAT THEY MAY PALL BACK TO THE 
CANADIAN POSITION.) PRESIDENT CARTER HAS ANNOUNCED A 
POLICY SOMEWHAT SIMILAR TO THAT OP CANADA, VIZ., THE U.S. 
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WILL REQUIRE AS A CONDITION OF NEW OR EXPANDED SUPPLY, 

THAT A COUNTRY HAVE IAEA SAFEGUARDS ON ALL ITS FACILITIES. 

7. AS A RESULT OF THESE INCREASINGLY STRINGENT POLICIES, 

IT WILL BE INCREASINGLY DIFFICULT FOR INDIA TO OBTAIN 
IMPORTED EQUIPMENT OR NATURAL URANIUM FOR THE UNSAFE- 
GUARDED REACTORS UNDER CONSTRUCTION IN MADRAS AND NARORA 
OR SPECIAL EQUIPMENT FOR ITS HEAVY WATER FACILITIES, ETC. 

WE RECOGNIZE THAT INDIA PRIDES ITSELF IN INDIGENOUS DESIGN 
AND DEVELOPMENT OF NUCLEAR FACILITIES AND HEAVY WATER 
PLANTS. GIVEN ENOUGH TIME, WE ESTIMATE THAT INDIA CAN 
FABRICATE MOST, IF NOT ALL, THE EQUIPMENT NEEDED. HOW- 
EVER, PURCHASE FROM ABROAD OF SOME KEY ITEMS (FOR EXAMPLE, 
ZIRCALOY TUBING AND COMPRESSORS FOR HEAVY WATER PLANTS), 
COULD SIGNIFICANTLY SPEED UP THE CONSTRUCTION AND, IN 
MANY CASES, BE CHEAPER. IT IS OUR IMPRESSION THAT EVEN 
SECRET 
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THE INDIANS ADMIT THAT CONSTRUCTION OF RAPP-II AND THE 
MADRAS UNITS HAVE BEEN SUBSTANTIALLY DELAYED BY THE WITH- 
DRAWAL OF CANADIAN ASSISTANCE. 

8. IF ALL INDIAN FACILITIES WERE UNDER SAFEGUARDS, WIDER 
COOPERATION WITH THE U.S., AND PRESUMABLY OTHER SUPPLIERS, 

COULD, IN THEORY, BE POSSIBLE. AS THE EMBASSY IS AWARE, 

WE ESSENTIALLY ARE NOT APPROVING ANY LICENSED EXPORTS FOR 
UNSAFEGUARDED INDIAN FACILITIES. FOR EXAMPLE, WE RECENTLY 
REFUSED TO LICENSE SHIPMENT OF ZIRCALOY SPONGE TO GERMANY 
FOR FABRICATION INTO FUEL ROD TUBING FOR INDIA. EVEN 
LICENSES FOR RELATIVELY MINOR EQUIPMENT ITEMS, SUCH AS 
STAINLESS-STEEL STRAINERS FOR THE COOLANT SYSTEM FOR THE 
RAJASTHAN REACTORS, HAVE BEEN RETURNED WITHOUT ACTION, 
PENDING CLARIFICATION OF THEIR SAFEGUARDS SITUATION. 
ALTHOUGH EXPANDED U.S. COOPERATION WOULD DEPEND ON A 
NUMBER OF FACTORS, OUR CURRENT POLICY (AND PROPOSED 
LEGISLATION) WOULD ABSOLUTELY PRECLUDE ANY SUPPLY 
TO UNSAFEGUARDED FACILITIES. MOREOVER, ALTHOUGH WE 
OBVIOUSLY CANNOT SPEAK FOR CANADA, WE UNDERSTAND THAT 
A RESUMPTION OF CANADIAN COOPERATION WOULD REQUIRE 
FULL-SCOPE SAFEGUARDS. GIVEN THE INDIAN COMMITMENT TO 
CANDU-TYPE REACTORS, SUCH COOPERATION COULD CONTRIBUTE 
TO SPEEDING UP DEVELOPMENT. 

9. PRIME MINISTER DESAI'S MISCONCEPTION OF THE DISAD- 
VANTAGES OF FULL-SCOPE SAFEGUARDS COULD BE CRITICAL IN 
TERMS OF OUR EFFORTS TO PERSUADE THE GOI TO ACCEPT THEM 
AND IT IS IMPORTANT THAT WE CLARIFY THIS ISSUE. HOWEVER, 

ANY APPROACH TO DESAI OR OTHERS ARGUING THE ADVANTAGES 
OF FULL-SCOPE SAFEGUARDS AND SETTING THE RECORD STRAIGHT 
ON THEIR SUPPOSED DISADVANTAGES MUST BE HANDLED WITH 
GREAT CARE. THE INDIANS RECOGNIZE THAT THE LONDON SUP- 
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PLIERS GROUP EVOLVED LARGELY IN RESPONSE TO THE 1974 
INDIAN TEST AND THEY RESENT THE IMPLICATION OP A SUPPLIER 
SECRET 
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CARTEL WITH POLICIES DESIGNED TO RESTRICT SENSITIVE EX- 
PORTS TO THIRD WORLD COUNTRIES AND TO PORCE ACCEPTANCE 
OP SAFEGUARDS AS A CONDITION OF SUPPLY. ANY ARGUMENT 
POR PULL-SCOPE SAPEGUARDS WHICH THEY PERCEIVED TO BE 
ORCHESTRATED BY THE MAJOR SUPPLIERS AND WHICH APPEARED TO 
OPFER A "BRIBE " POR GOOD BEHAVIOR MIGHT BE RESENTED AND 
TEND TO BE COUNTERPRODUCTIVE. MOREOVER, WE MUST ALSO 
BE CAREPUL NOT TO IMPLY THAT A PAVORABLE U.S. DETERMINA- 
TION ON THE SAPEGUARD ABILITY OP THE PREPRERE REPROCESSING 
PLANT AS PRESENTLY CONPIGURED WOULD NECESSARILY FOLLOW 
ON GOI ACCEPTANCE OP PULL-SCOPE SAPEGUARDS. WE CONTINUE 
TO REGARD PUREX REPROCESSING, WHICH PROVIDES ACCESS TO 
SEPARATED PLUTONIUM, AS A SIGNIPICANT PROLIPERATION RISK 
SINCE EVEN THE MOST EPPECTIVE SAPEGUARDS COULD ONLY PRO- 
VIDE A PEW DAYS OR, AT BEST WEEKS, WARNING OF ANY DIVER- 
SION. WE OURSELVES HAVE DEPERRED COMMERCIAL REPROCESSING 
IN THE U.S. AND WE ARE WORKING WITH JAPAN, POR EXAMPLE, 

TO PIND OTHER MODES OP OPERATION POR THE TOKAI FACILITY 

WHICH WOULD NOT PRODUCE PURE PLUTONIUM. UNDER THE 
INTERNATIONAL FUEL CYCLE EVALUATION, WE WILL BE EXAMINING 
MORE BROADLY ALTERNATIVE TECHNOLOGIES WHICH WILL MEET 
WORLD ENERGY NEEDS WHILE REDUCING SECURITY RISKS. 

10. BEARING THE ABOVE IN MIND, WE SEE THE IMMEDIATE 
PROBLEM AS HOW BEST TO CONVINCE THE GOI, PARTICULARLY 
THE PRIME MINISTER, OF THE PACT THAT IAEA SAFEGUARDS 
WILL NOT INHIBIT INDIAN NUCLEAR DEVELOPMENT, DESPITE 
THEIR CURRENT VIEWS TO THE CONTRARY. TH,S IS A PROBLEM 
LARGELY OP TACTICS WHICH THE DEPARTMENT AND EMBASSY WILL 
HAVE TO KEEP UNDER CONTINUING REVIEW AS INDO-U.S. CONTACTS 
ON RESOLVING NUCLEAR DIFPERENCES INTENSIFY IN THE NEXT 
MONTHS. THE NEXT MAJOR OPPORTUNITY WILL COME LATER 
SECRET 

PAGE 07 STATE 157573 

THIS SUMMER WHEN JOE NYE VISITS INDIA. VANCE 
UNQUOTE VANCE 
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